





this early stage further experience at a project-specific
level may prove useful. However, user-friendly
guidelines, in the same vein as the IPPC guidelines for
national inventories, are urgently required to provide
some consistency and comparability between project
baselines and allow verification of emuissions
reductions. A two-stage project review scheme would
ensure that ERUs and CERs are not granted unless
they have really occurred. This would consist of ex-
ante project and baseline approval and ex-poste
verification and certification of emissions reductions.
Ex-poste baseline checks would be the only true
method for establishing if additional emissions
reductions had occurred.

Supplementarity and hot air

A great weakness of the Kyoto Mechanisms is that they
do not lead to any global emissions reductions further
to those agreed between parties and set out in Annex
B. The option to reach their commitments through
buying cheaper reductions abroad removes the
incentive for innovation leading to domestic emissions
reductions. To compound this problem, in certain
cases use of the mechanisms can result in no actual
reduction in emissions. This situation has arisen
because emissions from some countries (notably those
of the former Soviet Union) have fallen dramatically
since the baseline year, and yet these countries have no
reduction targets. These countries are able to sell or
transfer portions of assigned amounts, which, in reality,
would never have been emitted. These emissions are
known as hot air. These loopholes clearly contravene

the spirit of the FCCC.

Largely in order to contain these problems, Articles 6
(J1) and 17 (trading) require that the use of the Kyoto
Mechanisms shall be supplenental to domestic actions
for the purposes of meeting commitments. This
provides a valuable opportunity to prevent potential
legalised cheating by the North Americans and
Western Europeans to meet their commitments.

The most practical way to ensure that JI and trading
are supplemental to domestic action would be to cap
the use of these mechanisms, as proposed by the EU.
This idea is not as simple as it sounds however, and
some thought needs to be given to the detail. For
example, trading is likely to be, in effect, capped
anyway. This is because many sources of emissions are
uncertain and the uncertainty vanes from country to
country. It is highly unlikely that parties will be
permitted to apply the mechanisms to all of their
assngned amounts because it would be impossible to
estimate their value. In this case what would the cap be
on? A proportion of the accurately measurable
assigned amount, the total assigned amount, or
something else? These are problems that the parties
should bear in mind when discussing caps on the
Kyoto Mechanisms.

CONCLUSIONS

Monitoring, reporting and review will provide the
backbone of a system to assess compliance with
the Kyoto Protocol. Decisions should be made in
order to allow these systems to become operational
as soon as possible. This will allow institutional
capacity to be built and instil confidence in the

regime.

Emussions baselines provide the basis for
verification of additional emissions reductions in
the CDM and JI. User-friendly guidelines are
urgently needed to ensure that baselines are
calculated in a consistent and fair manner.

There is a need to limut the use of the Kyoto
Mechanisms to ensure that the effectiveness of the
Protocol does not come to rely too much on hot
air from the countries of the former Soviet Union.

However, parties need to think carefully about
how this should be achieved.
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